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COMMONWEALTH OF PUERTO RICO MANAGEMENT’S DISCUSSION AND ANALYSIS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2014

The following discussion and analysis of the Autonomous Municipality of San Lorenzo of the Commonwealth of
Puerto Rico (Municipality)'s financial performance provides an overview of the Municipality's financial activities for
the fiscal year ended June 30, 2014. Please read it in conjunction with the financial statements which follow this
section.

FINANCIAL HIGHLIGHTS
Highlights for Government-wide Financial Statements

The government-wide financial statements report information about the Municipality as a whole using the economic
resources measurement focus and accrual basis of accounting:

» The assels of the Municipality, on a government-wide basis, exceeded its liabilities at the close of fiscal
year 2014 by $24,455,033 (net position),

» Revenues increased by ($2,474,926) (10%) and expenses increased by $1,729,537 (7%} in comparison
with year 2013, as restated.

» Net change in net position amounted to ($322,186), an increase of $745,389 with respect to prior year.
Highlights for Fund Financial Statements

The fund financial statements provide detailed information about the Municipality's most significant funds using the
current financial resources measurement focus and modified accrual basis of accounting:

» At the close of the current fiscal year, the Municipality's govermmental funds reported combined ending
fund balances of $3,352,696, a decrease of ($126,772) in companson with the prior year.

» The General Fund reported an excess of expenditures and other financing uses over revenues and other
financing sources of $311,792 and an unassigned {deficit) fund balance of ($1,154,513). Unassigned fund
balances {deficit) increased by $2,274,292 from prior year.

General Financial Highlights
s The investment in capital assets as of June 30, 2014 was $30,572,358 {net of related debt).

e Long-term debt general and special obligation bonds decreased to $31,714,000, approximately 6% with
respect to prior year balance.

» Other long term debts increases and net reductions from payments amounted te $3,009,171 and $967 901,
respeclively.

»  Onabudgetary basis, actual expenditures exceeded actual revenues and transfers by ($259,444).

































COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF SAN LORENZO

STATEMENT OF NET POSITION
JUNE 30, 2014
GOVERNMENTAL
ACTIVITIES
ASSETS:
Cash and Invesiments 3 2,352,733
Cash with Fiscal Agent 5,567,783
Receivables {net):
Property Taxes 26,811
Sales and Usage Taxes 98,169
Bue from Govemmental Units 101,900
Federal Grants 641,970
Other Receivables 149,285
Capital Assets:
Land, tmprovement and Conslruction in Progress 27,838,614
Other Capital Assets [Net of Depreciation) 27,147,172
Totai Capital Assets 55,555,786
TOTAL ASSETS 64,494 437
LIABILITIES:
Accounts Payable and Accrued Expenses 850,621
Accrued Interest 5985482
Due to Govermmental Units 55,658
Uneamed Revenues - Volume of Business Taxes 2,213,952
Nancurrent Liabilites:
Bue Within One Year 3,945,192
Due in More than One Year 32,378,499
TOTAL LIABILITIES 40,039,404
NET POSITION:
Net Investment in Capital Assets 30,572,358
Restricted for:
Capital Projects 86,143
Debt Service 3,282,989
Community Development Projects 257,042
Unreslricted {Deficit) {5.743,499)
TOTAL NET POSITION $ 24,455,033

The accompanying Notes to the Basic Finandia! Statemenls are an integral part of this statement.



COMMONWEAL TH OF PUERTO RICO
AUTONOMOUS MUNICIPALITY OF SAN LORENZO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 39, 2014

Program Revenues Net (Expense)
Operating Capital Revenues and
Charges For Grants and Grants and Changes in
Functions/Programs Expenses Services Contributions Contributions Net Assets
Governmental Activities:
Mayor and Municipa! Legislalure § 173539 § - 3 - % - % {1,735,394)
General Govemment 11,750,361 - 2,319,804 - {9,430,557)
Public Safety 796,258 - - - (796,258)
Public Warks 2483529 - - 7118 (2,476,411)
Culture and Recrealion 736,148 - - - {736,148)
Health and Sanitation 624,037 - - - {624,037)
Solid Waste Disposal 2,100,525 - - - {2,100,525)
Human Senvices and Welfare 1,734,364 - 2,119,584 - 985,320
Urban Development 1517,02¢ . 1,344,961 54 {172,014}
Interest on Long-Term Debt 1,439,409 - - - {1,439,409)
Total Governmental Activities $ 2497054 3§ - % 5384449 3 772 {18,525,433)
General Revenues:
Taxes:
PropertyTaxes, kevied for General Purposes 3,339,833
PropertyTaxes, levied for Debt Service 2,103,167
Volurne of Business Taxes 2.566,327
Sales and Usage Taxes 1,918,635
Conslruclion Excise Taxes 501,736
Infergovemmentat 6,919,451
Rent 72,300
Miscellaneous 681,798
Total General Revenues 18,203,247
CHANGES IN NET POSITION {322,186)
Net Position — Beginning of Year, As Restated 24,777,418
MET POSITION — ENDING OF YEAR b 24,455,033

The accomparnying Notes b the Basic Financial Statements are an intzgral parl of this staterment.
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COMMONWEALTH OF PUERTO RicO NOTES TO THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FiSCAL YEAR ENDED JUNE 30, 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation

6)

7

8)

In addition to habilities, the Statement of Net Position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies fo a future period(s) and so will not be recognized as an inflow of
resources {revenue) until that time. The Municipality has no items that qualify for reporting in this category.

The Municipality has items, which arises only under a modified accrual basis of accounting that qualifies for
reporting in deferred inflows of resources. Accordingly, the items, unavailable revenue, is reported only in the
govermmental funds Bafance Sheet. The governmental funds report unavaifable revenues from two sources:
Christmas Bonus Reimbursement from the Commonwealth and Federal Grants. These amounts are deferred
and recognized as an inflow of resources in the pericd that the amounts become available.

Unearned Revenues

In the GWFS, uneamed revenues arise only when the Municipality receives resources before it has a legal
claim to them. In the GFFS, arises when the following situations occur: potential revenue does not meet both
the measurable and available criteria for revenue recognition in the current period.

Long-Term Obligations, Bonds Issuance Costs, and Premium or Discount

The liabilities reported in the GWFS inciude the general and special obligation bonds, long-term notes, other
noncurrent liabilities (e.g., vacation, sick leave, claims and judgments, noncurent fiabilities to other
govemmental entities and third parties, and landfill post closure care costs). Bond premiums and discounts, if
any, are deferred and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount, if any. As per GASB Statement No. 65, Bond
Issuance Costs incurred are reported as expense in the fiscaf year incurred.

In the GFFS, governmental fund types recognize bond premiums and discounts as other financing sources
and uses, respectively, and bond issuance costs as debt service expenditures. Issuance costs, whether or
not withheld from the actual debt proceeds received, are reported as debt service expenditures.
Expenditures for principal and interest payments for governmental fund general and special obligations
bonds are recognized in the Debt Service Fund when due.

Compensaied Absences

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-related
costs when eamed (or estimated to be eamed) by the employee. The Municipality's employees are granted
30 days of vacations and 18 days of sick leave annually. Vacations may be accumulated up to a maximum of
sixty (60) days and sick leave up to a maximum of ninety {90} days. In the event of employee resignation, the
employee is paid for accumulated vacation days up to the maximum allowed at the current rate. Separation
from empioyment prior to use of all or part of the sick leave terminates all rights for compensation, except for
employees with ten years of service who are entitled to sick leave pay up to the maximum allowed. The
Municipality accrued a fiability for compensated absences, which meet the following criteria: (1) the
Municipality's obfigation relating to employee's rights ic receive compensation for fulure absences is
attributable to employee’s services already rendered; (2) the obligation relates to nghts that vest or
accumulate; (3) payment of the compensation is probable; and {4) the amount can be reasonably eslimated.
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COMMONWEALTH OF PUERTO RICO NOTES T0O THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FiSCAL YEAR ENDED JUNE 30, 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation
Fund Balance Flow Assumption

Sometimes the Municipality will fund outlays for a particular purpose from both restricted and
unrestricted resources {the total committed, assigned, and unassigned fund balance). In order to
calculate the amounts to report as restricted, committed, assigned, and unassigned fund balance in the
GFFS a flow assumption must be made about the order in which the resources are considered to be
applied. It is the Municipality's policy o consider restricted fund balance to have been depleted before
using any of the compaonents or unrestricted fund batance. Further, when the components of unrestricted
fund balance can be used for the same purpose, committed fund balance is depleted first, followed by
assigned fund balance. Unassigned fund balance is applied last.

Fund Balance Policy

The Municipality believes that sound financial management principles require that sufficient funds be
retained by the Municipality to provide a stable financial base at all times. To retain this stable financial
base, the Municipality needs to maintain a General Fund balance sufficient to fund all cash flows of the
Municipality, to provide financial reserves for unanticipated expenditures and/or revenue shortfalls of an
emergency nature, to provide funds for the disparity in timing between the collection of property taxes
and other main income. The purpose of this policy is to specify the size and composition of the
Municipality’s financial reserves and to identify certain requirements for replenishing any fund balance
reserves utifized.

Restrictions of Fund Balance

Restrictions of fund balance represent portions of fund balances that are legally segregated for a specific
future use or are not appropriable for expenditure. The Municipality has implemented the provisions of
the GASB Statement No. 54, Fund Balance Reporling and Govemmental Fund Type Definitions as of
July 1, 2010, in which it is required to classify and report amounts in the appropnate fund balance
classification by applying their accounting poiicies that determine whether restricted, committed,
assigned, and unassigned amounts are considered to have been spent.

Policy on Committing Funds

It is the policy of the Municipality that fund bafance amounts will be reported as “Committed Fund
Balance” only after formal action and approval by Municipal Legislature. The Municipal Legislature has
the authority to separate funds for specific purposes. Any separate fund as Committed Fund Balance
requires the adoption of a resolution by a simple majority of votes. The adoption of the resolution should
be carried out before June 30 of the fiscal year o implement. If the actual amount of the commitment is
not available through June 30, the resolution should establish the process or formula required fo
calculate the exact amount as soon as information is available in the following fiscal year.

For example, the Municipat Legislature may approve a motion prior to year-end financial statements, if
available, up to a specified dollar amount as Committed Fund Batance for capital projects. The exact
dollar amount to be reperted as Committed Fund Balance for capital projects may not be known at the
time of approval due to the annual financial audit not yet being completed. This amount can be
determined at a later date when known and appropriately reported within the year-end financial
statements due to the Municipal Legislature approving this action before year-end.
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COMMONWEALTH OF PUERTO RiCO NOTES TO THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FoRr THE FISCAL YEAR ENDED JUNE 30, 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation

G. Use of Estimates

The preparation of the basic financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the basic financial statements and the reported revenue and expenses during
the reporting period. Actual result could differ from those estimates.

H. Reclassifications

Various reclassifications have been made in the accompanying basic financial statements which affect the
comparabifity with the basic financial statements issued for previous fiscal years.

l.  Future Adoption of Accounting Pronouncements

The Govemmental Accounting Standards Board (GASB) issued the foliowing pronouncements that have effective
dates after June 30, 2014:

GASB Staterment No. 68, Accounting and Financial Reporting for Pensions. This Statement replaces the
requiremnents of Statement No. 27, Accounting for Pensions by Slate and Local Govemmental Employers
and Statement No. 50, Pension Disclosures—an amendment of GASB Statements No. 25 and No. 27 as
they relate to govemments that provide pensicons through pension plans administered as trusts or similar
arangements that meet certain criteria. Statement No. 68 requires governments providing defined benefit
pensions o recognize their long-term obligation for pension benefits as a liability for the first time, and to
more comprehensively and comparably measure the annual costs of pension benefits. The Staternent also
enhances accountability and transparency though revised and new note disclosures and required
supplementary information.

The primary govemment of the Commonwealth, as well as its component units and the municipalities, are
considered “cost-shanng” employers of the Retirement Systems; therefore, they wouid report its allocated
share of the Commenwealth’s resulting Net Pension Liability from Statement 67 as follows:

» Based on the their respective individual proportion to the collective net pension liability of all the
govemments participating

+ The proportion should be consistent with the method used to assess contributions (percentage of
payroll). The use of their respective fong term expected contribution effort 1o Retirement Systems
divided by those of all governments in the plan, is encouraged.

The provisions of this Statement are effective for financial statements for periods beginning after June 15,
2014 (FY2014-2015). Earlier appiication is encouraged. The Commonwealth and the Retirement Systems
are in the pracess of evaluating the impact of this Statement on its agencies and cormpenent units and also
on the municipalities of the Commaenweaith. The information to adopt this Statement will be based on the
new actuarial reports 1o be prepared under the new Statement No. 67.

GASB Statement No. 89, Govemment Combinaiions and Disposals of Government Operalions. This
Statement establishes accounting and financial reporting standards refated to government combinations and
disposals of govermment operations. As used in this Statement, the term government combinations includes
a variety of transactions referred to as mergers, acquisitions, and ransfers of operations.

37



COMMONWEALTH OF PUERTO RICO NOTES TO THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FISCAL YEAR ENDED JUNE 30, 2014

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation

The distinction between a govermment merger and a government acquisition is based upon whether an
exchange of significant consideration is present within the combination transaction. Government mergers
include combinations of legally separate entities without the exchange of significant consideration. This
Statement requires the use of carrying values to measure the assets and liabilities in a government merger.
Conversely, govemment acquisitions are transactions in which a government acquires another entity, or its
operations, in exchange for significant consideration. This Statement requires measurements of assets
acquired and liabilites assumed generally to be based upon their acquisition values. This Statement also
provides guidance for transfers of operations that do not constitute entire legally separate entities and in
which no significant consideration is exchanged. This Statement defines the term operations for purposes of
determining the applicability of this Statement and requires the use of carrying values to measure the assets
and liabilities in a transfer of operations.

A disposal of a govemment's operations results in the removal of specific activities of a govemment. This
Statement provides accounting and financial reporting guidance for disposals of government operations that
have been transferred or sold. The requirements of this Statement are effective for government combinations
and disposals of govemment operations occurring in financial reporting pencds beginning after December
15, 2013 (FY 2014-2015}, and should be applied on a prospective basis.

GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date—
an amendment of GASB Statement No. 68. This Statement eliminates a potential source of understatement
of restated beginning net position and expense in a government’s first year of implementing GASB Statement
No. 68, Accounting and Financial Reporting for Pensions. To correct this potential understatement,
Statement 71 requires a state or local government, when transitioning to the new pension standards, to
recognize a beginning deferred outflow of resources for its pension contributions made during the time
between the measurement date of the beginning net pension liability and the beginning of the initial fiscal
year of implementation. This amount will be recognized regardless of whether it is practical to determine the
beginning amounts of all other deferred outflows of resources and deferred inflows of resources related to
pensicns. The provisions are effective simuftaneously with the provisions of Statement 68, which is required
to be applied in fiscal years beginning after June 15, 2014 {FY 2014-2015).

The Municipality has not yet determined the effect these statements wilt have on the Municipality’s basic
financial statements.

3. CASH AND INVESTMENTS

Cash in Banks

Puerto Rico laws authorize governmental entities to invest in direct obligations or obligations guaranteed by the
federal govemment or the Commonwealth of Puerto Rico (Statement of Uniform Investment Guidefines for the
Municipalities of the Commonwealth of Puerto Rico, issued by the GDB as promulgated by Act No. 113 of August 3,
1995). The Municipality is also allowed to invest in bank acceptances, other bank obligations and certificates of
deposit in financiat institutions authorized to do business under the federal and Commonwealth laws. During the year,
the Municipality invested its funds in interest bearing bank accounts, and certificates of deposit.

The Municipality follows the practice of pooling cash. At June 30, 2014, the cash are maintained in commercial banks
with a balance of $2,127 554 of which $1,431,436 in the Activities Center Fund, and $696,118 in Other Govermnmental
Funds. The balarice in cash account is avallable to meet current cperaling requirements and any unrestricted excess,
if any, is generally invested in certificates of deposit with commercial banks. Any deficiency in the cash account is
assumed by the general fund and covered through future budgetary appropnation.
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COMMONWEALTH OF PUERTO RICO NOTES TO THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FISCAL YEAR ENDED JUNE 30, 2014

8. INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS
A. Interfund Receivable and Payable Balances

Due toffrom Qther Funds at June 30, 2014 are summarized as follows:

INTERFUND INTERFUND
RECEIVABLE PAYABLE AMOUNT
Activity Center Fund Other Major Fund $ 137,829
Other Major Fund Adivity Cenler Fund 8,585
General Fund Other Major Fund 1,478,957
Aclivily Cenier Fund General Fund 161,180
TOTAL $ 1,786,551

B. Interfund Transfers

Transfers are indicative of funding for capital projects or debt service, and subsidies of various operations.

SOURCES TRANSFER TO AMOUNT PURPOSE
Debt Service Fund General Fund $ 198,897 Bond Principal and Inerest Payments
General Fund Other Governmental Funds 4,997 Budget Speciic Project Funding
Activibes Cenler Fund Other Governmental Funds 234,500 Bond Principal and Inkerest Payments
Debt Service Fund Activites Cenler Fund 612,380 Bond Principal and Inlerest Payments
Tolal $1,050,774

9. DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2014, balance due to other govemmental units of the General Fund for services rendered to the
Municipality ($55,658) consists of AEELA (38,552}, and Puerto Rico Retirement Administration ($47,106).

This space is intentionally left in blank.
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COMMONWEALTH OF PUERTO RiCO NOTES TO THE BASIC FINANCIAL STATEMENTS
AuToNOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FISCAL YEAR ENDED JUNE 30, 2014

11. NONCURRENT LIABILITIES
A General Obligations Bonds and Special Obligations Bonds

The principal long-term obligations of the Municipality are general obligation bonds and special obligation bonds
issued to finance the construction and improvements of public facilities and purchase of machinery and
equipment. The Municipality's obligations long-term debt retirements are appropriated and paid from resources
accumulated in the Debt Service Fund (See Note 12).

On September 2013, the Municipality issued general obligation bond of 2014 in the amount of $225,000 for
purchase of truck. The principal and interest ranging from 6.00% to 6.50% are payable semi-annually ranging
from $25,000 to $40,000 on the 1+ days of July and January of each year through July 2020.

The following is a summary of general and special obligation bonds of the Municipality as of June 30, 2014:

Issue Qriginal Maturity Interest Balance
Type of Obligation and Purpose Date Borrowing Date Rate Amaount
General Obligation Bonds:
Property T axes income;
Generd Canstruction 1996 $ 575000 2015 487% 62%% § 115000
¢ Genera Consfruction 1997 1,525,000 21 4.87% b 6.56% 820,000
ﬁ Generd Construction 2003 4,025,000 2027 4.36% b 5.02% 2,965,000
t Generd Consiruction 2004 1,500,000 2030 417% o 5.02% 1,245,000
in Genera Construction 2005 2015000 200 327% b480% 985,000
U Genera Construcion 2009 2,795,000 2023 1.53% lo B.00% 2,560,000
“ Genera Caonsinuction 2008 2150000 203 1.53% w600% 1,970,000
Operationa Purpose 2009 1,486,000 2019 475% 10 6.00% 876,000
General Construction 2010 2,235,000 234 5.00% 10 6.50% 2,080,000
Purchase of Equipment 2011 2,295,000 2017 600% 0 7.50% 1,455,000
Generd Construcion anz 135,000 2036 6.00% o 7.50% 125,000
Purchase of Property 2012 435,000 2036 6.00% to6.50% 425,000
Cperational Pumpose 2012 1,940,000 2035 6.00% I 6.50% 1,870,000
Operafional Purpose 2013 1,820,000 2037 6.00% o6.50% 1,785,000
Purchase of Truck 2014 226,000 2020 8.00% In6.50% 225,000
Total General QObligations Bonds 19,511,000
Special Obligation Bonds:
General Revenues:
Operational Purpcse 2004 1,915,000 2024 1.53% o 7.00% 1,190,000
Section 108 (HUD}):
General Construction 2006 6,000,000 2026 4.9%% 05.77% 4,941,000
confnue
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COMMONWEALTH OF PUERTO RICO NOTES TO THE BASIC FINANCIAL STATEMENTS
AUTONOMOUS MUNICIPALITY OF SAN LORENZO FOR THE FISCAL YEAR ENDED JUNE 30, 2014

13. PROPERTY TAXES - continuation

14.

The tax rate for fiscal year 2014 is 10.43% for real property and 8.43% for personal property of which 1.03% of both
are for the redemption of public debt issued by the Commonwealth of Puerto Rico and 940% and 7.40%,
respectively, belongs to the Municipality. The Commonweaith of Puerto Rico also contributes an annual tax rate of
0.20% of the property tax collected. Taxpayers pay 10.23% for real property and 8.23% for personal property and the
remaining 0.20% is paid by the Commonwealth's Secretary of the Treasury as a subsidy. As part of Act No. 83 of
August 30, 1991, as amended, the exempt amount to be paid by the Puerto Rico Secretary of the Treasury to the
Municipality was frozen as of January 1, 1392, The remaining percentage is distributed as follows: (a) 6.00% and
4.00%, respectively, represents the Municipality's basic tax rate that is appropriated for general purposes and
therefore accounted for through the general fund. A portion of such amount is deposited in an equalization fund
together with a percentage of the net revenues of the Puerto Rico electronic iottery and a subsidy from the
Commonwealth of Puerto Rico. The remaining portion belonging to the Municipality of 3.20% represents the ad-
valorem property taxes withheld by the MRCC and restricted for debt service, which is accounted for through the debt
service fund (See Note 12). The Municipality has reached the maximum statutory tax rate limit for the basic tax while
there is no limitation for the ad-valorem tax rate.

As previously mentioned, on March 9, 2009, the Commonwealth of Puerto Rico approves Act Number 7 that provides
for revision of the valuation of property subject to taxation and imposes special property taxes for the Commonweatth.
The effect of this Law was an increase in the valuation of the real properties and in the exemption granted for the
residential units occupied by their owners by multiply both amount by ten. Accordingly, the residential units occupied
by their owners are exempt from real property taxes on the first $150,000 assessed value. For such exempted
amounts, the Puerto Rico Secretary of the Treasury assumes payment of the basic tax to the Municipality (6.00%),
except for residential units assessed at less than $35,000 on which a complete exemption is granted. As part of Law
No. 83 of August 30, 1991, as amended, the exempt amount to be paid by the Puerto Rico Secretary of the Treasury
to the Municipality was frozen as of January 1, 1992. The Municipal Revenue Collection Center, instead of the
property taxpayer, becomes the source of payment in these cases.

In addition, the law grants a compiete exemption from personal property taxes up to an assessment value of $50,000
to retailers with an annual net sales volume of less than $150,000. The MRCC advances to the Municipality, on
monthly payments, 100% of the contribution assessed over property for each fiscal year. In accordance to Law, these
advances will be contributions by the MRCC from taxpayers. The MRCC pencdically informs to the Municipality the
amounts coliected from taxpayers and applied to outstanding advances.

The Municipality records as revenue in the general fund the property tax contribution when received from monthly
advances from MRCC. Due to the fact that collections of property tax are applied fo the advances of property tax paid
by the MRCC, the amortization of the advance at end of year was not available due to that is in process of verification

by externai auditors.
The fiscal impact for the future years has not been determined by the Municipality's management.

VOLUME OF BUSINESS TAXES

The volume of business taxes is levied each year based on the prior years gross revenues for al! commercial and
industnial organizations doing business in the Municipafity and which are not totally or partially exempt from this tax
under the Industriat Incentives Acts of the Commonwealth of Puerto Rico. This is a self-assessed tax based on the
business volume in gross sales as shown in the tax retum that is due five working days after April 15 of each year.
Entities with sales volume of $3 million or more must include audited financial statements together with the tax retum.
During the fiscal year ended June 30, 2014, the tax rates were as follows:

a. Financial institutions and savings and loan associations — 1.50%

b. Other organizations - 0.50%
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